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Good afternoon. I’'m Dr. Jonathan Perlin, President of Clinical Services and Chief Medical Officer for Nashville,
Tennessee-based HCA Healthcare. | would like to thank Committee Chairman Roe, Subcommittee Chair
Wenstrup, ranking member Brownley, and members of the Subcommittee for this opportunity to comment on
VHA Clinical Productivity and Efficiency.

We are the nation’s largest private healthcare provider, and have the privilege of caring for patients through
28 million clinical encounters annually. These include approximately 1.65 million hospitalizations, 8.5 million
emergency room visits, and more than 220,000 deliveries. We number about 241,000 employees, of whom
approximately 80,000 are nurses. These numbers are exclusive of nearly 37,000 voluntary physicians. We see
patients at 168 hospitals and more than 1,200 other sites of care, including surgical centers, free-standing
emergency rooms, urgent care, and physician offices across 42 markets in 21 states. In other words, we are
similarly-sized to the Veterans Health Administration.

We are proud to acknowledge that included in our dedicated healthcare workforce are many Veterans and
military spouses. We invest in employing service members, and in 2016 alone, we hired more than 5,400
military Veterans and 1,100 military spouses. In 2015, the U.S. Chamber of Commerce Foundation awarded
HCA the “Hiring Our Heroes Lee Anderson Veteran and Military Spouse Employment Award.”

| believe that | have a unique perspective to offer the Committee, having served as Chief Quality Officer,
Deputy Under Secretary and Under Secretary for Health, as well as — like the Secretary, Dr. Shulkin —as a VA
physician during my tenure in these roles.

| appreciate the opportunity to support the work of the Committee and the Department in providing the most
effective and efficient care for America’s Veterans. In his 100-day briefing at the White House, Secretary
Shulkin offered 13 observations on areas he considered risks for VA. He and his team came to these
conclusions from both a business and clinical perspective. While there is no need for me to recount them
here, a few are worth noting, as they are directly responsive to some of the concerns that the GAO report
identifies. | will augment his observations with mine, bringing current private-sector perspective on how we
manage productivity within our organization.

Dr. Shulkin’s first diagnosis of risk concerned access. | will not recount all of the statistics, but would note that
his comments identify substantial progress overall, increased same-day access for primary and certain
specialty services and some remaining opportunities for improvement. Obviously, increases in provider
efficiency are an important means for creating additional capacity and access.

The second area of concern involves prompt payment of external providers. This is an area in which legislative
relief would be helpful. Consolidation of disparate models for obtaining services outside of VA and, frankly,
comportment with Medicare or private insurer reimbursement models would facilitate provider participation
and Veteran access to services. The complexity of the different models imposes statutory inefficiencies in VA’s
overall management of care within and outside of VA.
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The third area noted by Dr. Shulkin was quality. VA is to be commended for making their star ratings public.
VA is increasingly benchmarking against private sector, and in many instances, VA performance is as good, if
not better. | note these areas because they are salient to GAQ’s central observations on VA provider
productivity.

- GAO first notes that “Productivity metrics are not complete because they do not account for all
providers or clinical services.” Secretary Shulkin’s recent expansion of scope-of-practice for advanced
practitioners will both increase productivity and present an increasing challenge in recording and
benchmarking productivity. Indeed, VA is apt to become the reference point for advanced practitioner
productivity, to the extent that data systems can attribute the work performed to advanced practitioners
individually or in the aggregate.

- GAO further notes that “metrics do not capture providers’ workload evaluating and managing
hospitalized patients.” This is a challenge for all entities that provide team-based care. The attribution of
workload to certain members of the team, beyond the attending physician, is notoriously complex, as has
been demonstrated in long-standing debate regarding attribution of quality and safety metrics. This is
demonstrated by, for example, contention over who receives credit for a positive quality outcome (for
example, a care episode without a vascular catheter infection) or blame for a safety breach (for example, a
hospital-acquired infection). This is problematic because many hands touch the patient, and data systems
don’t capture every touch. While data systems could be designed for attribution of effort, workload needs to
be captured as a by-product of work, otherwise it would be inefficient, requiring providers to spend as much
time designating their work, as doing their work.

- GAO'’s next observation that “Productivity metrics may not accurately reflect the intensity of clinical
workload” has roots to some degree in the same phenomenon — does extra effort required for coding
workload compete with actual work and productivity? On the other hand, as VA has announced the decision
to re-platform its electronic record, this would be an ideal time to consider how to embed tracers of workflow
that can transparently capture productivity. | would note that in our organization, when we think about the
care of hospitalized patients, rather trying to capture every individual’s action, we summarize by looking at
“employee equivalents per occupied bed.”

- The GAO Report further notes that “A 2016 VA audit shows that VA providers do not always accurately
code the intensity of . . . clinical procedures or services. As a result, VA’s productivity metrics may not
accurately reflect provider productivity, as differences between providers may represent coding inaccuracies
rather than true productivity differences.” Again, documentation improvement to capture the patient’s
service intensity requirement is something that private sector has become highly proficient in doing, as it is
simultaneously the basis for clinical risk adjustment, as well as the basis for graduated payment levels.
Similarly, this — and “recording (clinician) time performing clinical duties” — are area that VA’s new electronic
health record should assist with improving.
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- | would agree prima facie with the statement that “efficiency models may also be adversely affected by
inaccurate workload and staffing data” and that the impact may lead to either understating or overstating
efficiency.

- On the basis of my experience with VA management systems of more than a decade ago, as well as my
research in preparing for this hearing, | would also agree with GAO’s finding “that VA Central Office has taken

steps to help VAMCs monitor provider productivity by developing a comprehensive analytical tool VAMCs can

use to identify the drivers of low productivity.”

- GAOQ’s exhortation to “systematically oversee VAMCs’ efforts to monitor clinical productivity and
efficiency . . . and systematically identify best practices to address low productivity and inefficiency” is a
central challenge for management of multi-facility health systems across the United States. Certainly, it is a
central focus for our organization and, in this regard, VA and HCA share an operating advantage: Both systems
are large enough to look for positive variation. If the underpinnings of better performance can be understood,
replicated and scaled, it becomes the means to elevate the performance of the entire system.

- Understanding variation within the system and comparison with external performance standards is
why both internal and external benchmarking are necessary: Internal benchmarking allows systems to tap into
the data that they have to identify both positive and negative variation. Internal benchmarking is a tool for
learning and management. It can function as one part of a control system for facility, VISN and VACO
leadership to manage performance. External benchmarking is necessary to understand whether internal
performance is superior, consistent with or inferior to external organizations. External benchmarking is limited
by differences in data availability and data definitions among organizations.

- VA’s “SAIL” system provides elements for both internal and external benchmarking, and | would again
agree with GAQ’s assessment that this is a useful management tool for all of the reasons I've noted.

| would note that the biggest challenges to external benchmarking are not related to data, but rather certain
inherent features of VA and the patients it serves:

First, Veterans using VA are systematically more complex patients than commercially-insured or even mixed
commercial/government-covered (i.e., general Medicare or Medicaid) populations. So, some of the external
references, such as the MGMA (Medical Group Management Association) benchmarks may need to be
tempered. Better reference environments may be safety net providers, in terms of patient complexity, as well
as academic health systems that — like VA — have a simultaneous teaching responsibility.

Second, the VA benefits package is systematically different that either commercial insurance or other
government programs, like Medicare or Medicaid. VA’s breadth of services means that there are more things
that a provider can, should and must do during a clinical encounter. In a capitated system, it is rational to take
all necessary actions for preventive services or other interventions that reduce the need for future services or
subsequent interventions. Again, the tension between work and recording work arises.
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Third, RVU’s were developed for fee-for-service environments and, as such, are intended to make provider
compensation proportional to recorded effort. This obviously incentivizes both work and the recording of
work. Private sector enjoys different flexibility in provider compensation models, so when clinicians are
employed by a provider organization, provider compensation can be calibrated to productivity. In our
organization, we always look at productivity, compensation and quality together. While provider performance
on quality is a non-negotiable expectation, we can calibrate compensation appropriately.

Fourth, in our organization, our physical plants and adjunctive staffing models are oriented to enhancing
productivity. It is systematically inefficient for a clinical provider to operate from only one or two exam rooms
and with one or fewer support staff. My understanding is that despite some spectacular new facilities, VA still
has opportunity to improve its aged plants and associated staffing models.

Fifth, there may be times when it is inefficient or inappropriate for VA to internally produce all of the care
Veterans need. | agree with the Secretary’s perspective to use private sector services when geographic access,
wait times, capacity, demonstrated clinical performance excellence or technology are not available in VA.

On the other hand, VA has demonstrated excellence in serving as a medical and health home for the most
complex of patients. Indeed, many Veterans using VA are patients with multiple medical and social challenges
—such as serious mental illness, advanced physical iliness, poverty and other vulnerabilities directly related to
their statutory eligibility for VA care — that challenge private-sector performance and distinguish VA. That
continuity-of-care and coordination of services (including medical and social) that VA provides is not only
special, but not directly replicable in private sector.

Finally, and in closing, it is obligatory to look at productivity and quality simultaneously. Quality and safety are
always most efficient: rework for breaches in either is neither efficient, nor consistent with the performance
excellence that taxpayers deserve and that Veterans should expect and have earned through their service and
sacrifice. Again, my thanks to the Subcommittee for this opportunity, and we look forward to working with
you and Secretary Shulkin to accomplish these objectives.

-END-




